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KEY ECONOMIC INDICATORS 
Nalues. in Millions of Swiss francs represent period averages. 
Average Exchange Rate:U.S. $1 : 1974 - SF 2.98; 1975 = 2.58; Jan-Sept 1976 = 2,52 


ITEM LOT 1975 % Change 1976L/ 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 146,495 144 270 
GNP at Constant (1970) Prices 106,174 98,02h 
Per Capita GNP, Current Prices (units) 22 ,976 22,780 
Plant and Equipment Investment 36,780 30,140 
Private Consumption of Goods and Services 83,135 85,935 
Indices: (1970 = 100) 
Industrial Production 111 97 
Construction Projects 152.7 124 
Av. Wage Skilled Worker 157.9 168.6 
Labor Force (in millions) 2.94 2.78 
Av. Unemployed (units) 221 101.70 
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MONEY AND PRICES 
Money Supply 4 697 47,348 
Interest Rates (%): 
Central Bank Discount 5.50 4.25 . 2.21 
Government Bond Yield 7.12 6.48 7 4.90 
Indices: 
Wholesale Price (1963 = 199) 151.9 148.5 : 147.5 


Retail Sales (1973 = 100)= 105.9 94 ‘ 100.4 
Consumer Prices (1966 = 100) 152.9 163.2 6. 166 


BALANCE OF PAYMENTS AND TRADE 

Gold and Foreign Exchange Reserves 23,463 26 598.5 : 27 5723.5 

Balance of Payments (Current Account) 510 6,680 : N/A 

Trade Balance -7,576 -838 . 3084/ 

Exports, FOB 35,353  33,429.7 ; 33,646 
U.S. Share 2,501 2,134.6 ; 2,315 

Imports, CIF 42,929 34,267 .8 ; 33,338 
U.S. Share 2,806 2,587.1 : 2,304 


MAIN IMPORTS FROM U.S. (1975) 
Commodity : Million Metric Tons Million SF 
Aircraft and Aircraft Parts 54.1 
Industrial Machinery 217.4 
Organic Chemicals 181.5 
Silver, Platinum, Jewelry 168.6 
Power and Communications Equipment _167.6 
Medical Instruments and Equipment 144.3 
Business Machines, EDP Equipment 130.8 
Motor Vehicles and Parts 78.4 
Films and Photographic Paper 70.4 
Raw Tobacco 67.0 
Plastic Materials 
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1/Rstimate 

27Jan. - Sept. 1976 san. - Nov. 1976 

3/Excluding food & clothing 

Sources: La Vie Economique, Swiss National Bank Monthly Bulletin, Government of 
Switzerland. 





KEY ECONOMIC INDICATORS 


Values in U.S. $ Millions represent period averages. 
Average Exchange Rate: U.S. $1 : 1974 - SF 2.98; 1975 = 2.58;Jan-Sept.1976 = 2.52 


ITEM 1974 1975 % Change 19762/ 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 49,159 55,919 
GNP at Constant (1970) Prices 35,629 37,994 
Per Capita GNP, Current Prices (units) 7,700 8,667 
Plant and Equipment Investment 12,342 11,682 
Private Consumption of Goods and Services 27,896 33, 308 
Indices: (1970 = 100) 
Industrial Production 111 OT 
Construction Projects 152:T 12 
Av. Wage Skilled Worker 157. 168.6 
Labor Force (in millions) 2.9 2.78 
Av. Unemployed (units) 221 10,170 
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MONEY AND PRICES 
Money Supply 14,999 18,352 ; 19,916 
Interest Rates (%): 
Central Bank Discount §.50 4.25 - 2sen 
Government Bond Yield 7.22 6.48 . 4.90 
Indices: 
Wholesale Price (1963 = 100) 153.9 148.5 = 147.5 
Retail Sales (1973 = 100)3/ 105.9 9h 100.4 
Consumer Prices (1966 = 100) 152.9 163.2 ‘ 166 


BALANCE OF PAYMENTS AND TRADE 

Gold and Foreign Exchange Reserves 7,874 10,310 31 11,001 

Balance of Payments (Current Account) FL. 2,589 1,413 Nfs 

Trade Balance 2,542 -325 87.2 1224, 

Exports, FOB 11,864 12,957 9.2 13,351 
U.S. Share 840 828 -1.4 918.5 

Imports, CIF 14 4.06 13,282 -7.8 13,229 
U.S. Share 9he 1,003 6.5 914.3 


MAIN IMPORTS FROM U.S. (1975) 
Commodity : Million Metric Tons Million $ 
Aircraft and Aircraft Parts 
Industrial Machinery 

Organic Chemicals 

Silver, Platinum, Jewelry 

Power and Communications Equipment 
Medical Instruments and Equipment 
Business Machines, EDP Equipment 
Motor Vehicles and Parts 

Films and Photographic Paper 

Raw Tobacco 

Plastic Materials 
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1/rstimate 
2/Jan. - Sept. 1976 
3/Excluding food & Clothing 


Sources: La Vie Economique, Swiss National Bank Monthly Bulletin, Government of 
Switzerland. 
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SWITZERLAND 


SUMMARY 


Signs of domestic recovery that appeared in the spring of 
1976 have faded as economic growth in the industrialized 
countries has slowed. Most major export industries are 
still experiencing the effects of reduced foreign demand, 
to which appreciation of the Swiss franc and structural 
weaknesses within some key industries has contributed. 
Industries producing primarily for the Swiss market have 
felt the effects of little or no increase in domestic 
consumption, in part due to the departure of many foreign 
workers. 


The policies of the government and National Bank can 

best be characterized as aimed at holding the line, thereby 
creating the conditions required for rapid recovery once 
the pace of growth picks up in Swiss export markets. The 
present low rates of unemployment and inflation, low 
interest rates and highly liquid capital market are im- 
portant elements of strength. Reduced domestic demand 
has caused imports to fall off more than exports, pro- 
ducing a record balance of payments surplus. However, 
there will be no significant real growth in the absence 
of an increase in foreign or domestic demand sufficient 
to stimulate the economy and encourage new investment. 


An increase in internal demand is unlikely until export 
orders, cash flows and production for export begins to 
reflect increased external demand for Swiss exports. The 
extent to which this will happen depends on the extent 

to which the Swiss competitive position has been eroded 

by appreciation of the currency and other factors. Although 
the overall view of most Swiss economists is relatively 
optimistic for the longer term, most are predicting con- 
tinued very slow growth or stagnation for the first half 

of 1977. An increase in unemployment is considered likely. 


Statistical Note: The Swiss franc appreciated over 13 
percent in relation to the United States dollar from 

1974 to 1975. Because of the statistical distortions that 
result when figures denoted in francs are converted into 
dollars at the exchange rates, tables of key economic 
indicators for these years have been provided in both 
francs and dollars. Year-to-year changes calculated on 
the basis of Swiss francs more accurately reflect the 

real changes that have occurred. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Expectations for Early Recovery Have Faded 


The Swiss economy has not shaken off the effects of the 
deep recession experienced from late 1974 to early 1976. 
Encouraging signs of recovery in the domestic economy 

and the upturn in economic growth abroad led to predictions 
that the recession would be over by mid-1976 and there 
would be real economic growth by the end of the year. 

But foreign demand slackened as recovery from the recession 
slowed in other countries. Consequently some key industries 
continue to be faced with difficult and uncertain prospects 
for the future. 


The performance of the most important export industries - 
chemicals, metals and machines - has varied considerably. 
While production has increased, there has been a gradual 
decline in new orders compared with 1974 and 1975. Though 
exports of chemicals, metals and machines are above the 
1975 level, they are still below 1974. Some export in- 
dustries have run into serious structural difficulties 
that will require extensive reorganization. This is 
especially true of the watch industry which has been 
successfully challenged for export markets by more 


innovative manufacturers in the United States and Japan. 
Watch industry exports have declined 29 percent by value 
in two years. Serious consideration is being given to 
transferring some watch production to lower cost areas 
abroad. The téxtile industry has done better. However, 
while the volume of textile and clothing exports has im- 
proved, profit margins are reportedly unsatisfactory. 


In order to meet strong foreign competition, Swiss exporters 
have found it necessary to cut prices to maintain market 
positions. Together with other factors this has further 
reduced cash flows essential for capital investments. Ex- 
penditures for new plant and equipment fell about 18 percent 
during 1975 and are expected to decline an additional 

8.5 percent in 1976. Some firms have drawn on reserves 

or borrowed in order to finance current production. Industry 
as a whole is operating at 78 percent of capacity. 
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Industries producing primarily for the domestic market 
have also experienced a fall-off in demand, due in large 
part to the departure of nearly 200,000 foreign workers 
over the past two years. Altogether some 250,000 

jobs have been lost to the recession, a reduction of 
about 8.5 percent of the Swiss labor force. Additionally, 
over 100,000 workers were working reduced hours in early 
1976. GNP fell 7.7 percent in real terms in 1975 as 

a result of the economic downturn, may have declined slightly 
less than 1 percent in 1976 and is expected to grow at 

an annual rate of less than one percent through the 

first half of 1977. Retail sales, which declined by 

11.2 percent during 1975, have shown some signs of re- 
covery this year but are still below earlier levels 

in real terms. The construction industry, particularly 
housing, is still in recession. Many newly constructed 
apartments remain empty. The outlook is better for in- 
dustrial construction, but redimensioning in the industry 
is expected to continue for some time. Most experts 
believe that the industry has yet to reach bottom. 


Basic Strengths Await Recovery Stimulus 


The Swiss economy has not lost its resiliency. It 

is poised for recovery once a sufficient external stimulus 
is applied. Consumer price inflation, 6.7 percent in 1975, 
is expected to be under one percent in 1976. Wholesale 
prices, which fell by 2.2 percent in 1975, had declined 
further by about 0.7 percent as of September 1976. This 
trend has largely been the result of lower import prices 
as the Swiss franc appreciated, the general easing of 

raw materials prices, and the government's anti-inflation 
program. The government remains determined to hold the 
line on prices. Labor unions have cooperated and wages 
have risen only enough to match the small increase in 
consumer prices. 


The number of unemployed has fallen from 32,000 in early 
1976 to some 13,000 as of the end of October, about 0.5 
percent of the workforce. This is the result of the 
modest economic improvement in the second and third 
quarters 1976, combined with the statistical effect of 
the departure of unemployed foreign workers, a recent 
trend to early retirement, and the fact that many married 
women have left the labor market. Only 20,000 workers 

in 1,000 firms were working short hours at the end of 
November. The resident foreign population remains about 
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968,000, some 523,000 of which are gainfully employed, 
plus an additional 146,000 seasonal workers and border 
crossers. The government is continuing its efforts 

to obtain a reduction in the number of foreigners 
residing in Switzerland. However, the departure of large 
numbers of unemployed foreign workers and the creation 

of a new category of foreign specialists and technicians, 
are among the factors which have eased the problem of 
obtaining work permits for American companies . Permits 
are being issued more quickly, and no difficulties in 
obtaining work permits have been brought to our attention 
in 1976. 


There has been some new legislation related to the recession. 
A law passed in June 1976 requires that all employees be 
covered by unemployment insurance. However, Swiss voters 
defeated a proposal to require "codetermination," the involve- 
ment of workers in the decision making process in Swiss enter- 
prises. Voters also turned down a proposed law that would 
have reduced the work week abruptly to 40 hours, reflecting 
their concern about the impact that lower productivity and 
higher labor costs could have on prospects for recovery. 


Foreign Trade and Balance of Payments 


The appreciation of the Swiss franc has undoubtedly had 
an impact on foreign demand for Swiss products. It is 
difficult, however, to estimate the total effect. Though 
the franc has appreciated 63 percent on a trade-weighted 
basis from April 1971 to October 1976 (35 percent since 
August 1975), export prices have fallen by more than 3 
percent since 1975. Import prices decreased nearly one 
percent. Switzerland for the most part imports raw 
materials and semi-processed products for manufacture or 
finishing and re-export. The actual effect of Swiss franc 
appreciation on Swiss export prices, therefore, is much 
less than the raw data would indicate. 


During 1975, Switzerland's imports of merchandise fell 
20.2 percent in value while imports decreased only 5.4 
percent. The traditional large Swiss trade deficit - 
$2,542 million in 1974 - was reduced in 1975 to $325 
million. Both imports and exports have increased during 
1976 in real terms by about 12 percent, and a small trade 
surplus is expected. However, most growth has been in 
non-traditional export industries. Though overall imports 
have risen, important capital imports are down while 
imports of consumer products have increased. Switzerland 
is making an energetic effort to open new export markets, 
particularly to the oil exporting countries. 
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Though the surplus on invisible transfers has declined, 
the greatly reduced trade deficit in 1975 resulted in 

a record $2,589 million current account surplus in that 
year. Most experts expect that an even larger current 
account surplus will be realized for 1976, about $3.4 
billion, with a surplus of nearly $3.6 billion forecast 
for 1977. This might result in an overall surplus of 
about $7 billion, compared to an estimated $4.7 billion 
in 1975. 


Government and National Bank Economic Policies 


The Government’ policy has been aimed at stimulating those sectors 
of the economy most seriously affected by the recession, 
without generating any inflationary pressure. Nearly $360 
million was budgeted in 1976 to finance counter-cyclical 
Federal investment programs, particularly in housing. 

The government's export risk guarantee program was 

further strengthened to help watch and textile exports 
which have been particularly hard hit by the franc ap- 
preciation. These modest efforts have had little stimu- 
lative effect but have helped hold the line against further 
decline. Meanwhile, mounting costs and decreasing revenues 
have caused budget deficits to increase nearly 35 percent 
since 1974. Consequently less than $50 million has been 
budgeted for 1977 to help stimulate the economy, out of 
total expenditures of about $6.4 billion, 1.2 percent 

below 1976. The projected 1977 deficit is about $79 
million, up 3 percent from 1976. The government is ex- 
pected to seek voter approval in 1977 on a range of new 
provisions to provide the government and National Bank 

with broader economic policy powers. In addition, the 
government will seek passage of a new Value Added Tax 

to help boost government revenues. 


In order to help curb further appreciation of the franc, 
the Swiss National Bank has actively intervened on the 
foreign exchange market since January 1975. During the 
‘first eleven months of 1976, foreign exchange purchases 
amounted to $6.1 billion, of which some $5.3 billion was 
re-exported through the required conversion of foreign 
loans into foreign exchange at the National Bank. Ina 
further effort to discourage the demand for Swiss francs, 
the National Bank reduced to SF 20,000 (about $8,000) the 
minimum level of savings deposits held by nonresidents 

on which a negative interest rate is levied (10 percent 
per quarter) and ruled that only one savings account per 
foreign household would be permitted after June 1, 1976. 
The National Bank also reduced the volume of forward Swiss 
franc sales to foreigners, and private banks agreed to 
help curb speculation against the franc and the flow of 
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francs into the Euro franc market. The importation of 
foreign banknotes has been restricted to the equivalent 
of SF 20,000 (about $8,000) per person per quarter. 


Swiss National Bank policy is aimed at creating conditions 
conducive to a rapid recovery of the economy. Easing of 

the Bank's monetary policies, together with greater domestic 
liquidity from foreign exchange market interventions and 
increased savings, have caused a considerable decline in 
interest rates. The National Bank's discount rate was 
reduced to 2 percent in June 1976, more than 50 percent 
below the average rate in 1975. The average yield on govern- 
ment bonds has also fallen about 24 percent from 1975. The 
Swiss money supply (Ml) grew 5.9 percent in 1975 and is 
expected to exceed the 6 percent target set for 1976. The 
National Bank has announced a money supply growth rate 
target of 5 percent in 1977, which is intended to finance 
economic recovery without inflation. However, there will 

be little or no upward pressure on interest rates from the 
private sector until recovery is well underway, though 
public sector borrowing at an unprecedented rate is soaking 
up some liquidity and limitations on the issuance of foreign 
bonds on the Swiss market have been lifted. Borrowers 
floated a record $4.8 billion in bonds on the Swiss capital 
market in 1976, compared to $3 billion in 1975. 


IMPLICATIONS FOR THE UNITED STATES 


Switzerland's trade with the United States in 1975 and 

1976 reflected the effect of two dollar devaluations, the 
appreciation of the franc and economic recovery in the U.S. 
The value of Swiss imports from the U.S. during 1975 fell 
at a much slower rate than the decline in total imports. 
The U.S. share of Swiss imports rose from 6.5 percent in 
1974 to 7.5 percent in 1975 then declined to 6.9 percent 
for the first 11 months of 1976, reflecting a reversal of 
trends seen in 1975. During the first 11 months of 1976 
Swiss imports from the U.S. fell 3.3 percent, primarily the 
result of fewer deliveries of new aircraft and parts, while 
exports to the U.S. increased 20.5 percent. 


In addition to prices, marketing techniques are of great 
importance in determining the competitiveness of U.S. pro- 
ducts. Swiss importers typically complain about the lack 

of proper communication with U.S. suppliers, poor after-sales 
service, and non-competitive credit terms. Establishing 

and maintaining a position in the Swiss market require 

1) careful selection of an extensive consultation with 
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potential distributors before entering into a relationship; 

2) financial support of the agent/distributor for promotional 
activities; 3) technical support of the agent/distributor; 

4) observance of local rules, customs, and commercial practices; 
5) prompt after-sales service and shipment of spare parts; and 
6) continuity in export marketing policies which reflect 

a sustained interest in the market. 


Liberal government policy toward private foreign invest- 

ment is a tradition in Switzerland. Swiss industry is in- 
creasingly interested in licensing and joint-venture arrange- 
ments with U.S. firms in sectors using advanced technology. 


Industrial products with good market potential in Switzerland 
include pollution control equipment, computers and business 
machines, process control instruments, electronic components, 
microprocessors, biomedical equipment, industrial and com- 
mercial security equipment, novel energy systems, and a wide 
variety of sophisticated electronic instruments. The sales 
potential of these product categories has been reviewed in 

a report entitled Best Prospects for Switzerland (Bern A-208, 
November 9, 1976) which can be obtained from the Department 
of Commerce or one of its district offices. Other Embassy 
reports which are available from the Commerce Department 
include: Industrial Outlook Report on Chemicals (Bern A-185, 
September 21, 1976); Flectronic Games (Bern A-165, August 13, 
1976); Trade Outlook in Switzerland (Bern 3056, July 8, 1976); 
Direct Marketing and Mail Order Export Opportunities (Bern A-85, 
May 12, 1976); Changing Times in the Swiss Watch Industry 
(Bern A-74, April 23, 1976); Trade Inquiries for U.S. Electronic 
Watches and Components (Bern A-86, May 12, 1976); and Power 
Equipment and Electrical Equipment (Bern A-70, April 23, 
1976). In addition, studies of the market in Switzerland 

for U.S. graphic industries equipment and for U.S. bio- 
medical equipment prepared under contract for the Department 
of Commerce will soon become available. 


Available by subscription from the Superintendent of Documents, GPO, Washin 


additional. Single copies, gton, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 


50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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